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October 13, 2010

Docket Control

Arizona Corporation Commission
1200 W. Washington

Phoenix, AZ 85007

RE:  Arizona Public Service Company Transmission Cost Adjustor
Docket No. E-01345A-09-0255

Pursuant to Decision No. 71244, dated August 6, 2009, Arizona Public Service Company
(“APS”) was ordered as follows:

“Arizona Public Service Company shall prepare a report each year detailing the transmission
plant or other costs underlying the TCA reset and docket the report with Arizona Public Service
Company's Application for a TCA reset.”

Attached is a copy of the APS Application for Approval of Transmission Cost Adjustor Charges
filed on May 20, 2010, in Docket No. E-01345A-10-0210, which included the above-mentioned
report. :

If you have any questions regarding this information, please contact Chuck Miessner at
(602)250-3081.

Sincerely,

Susan Casady

SCrsl
Attachment

cc:  Brian Bozzo .
Arizond Corporation Cemy\ssmn
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20 Y 20 By 5,

COMMISSIONERS

KRISTIN K. MAYES, Chairman LD CT R
GARY PIERCE

PAUL NEWMAN

SANDRA D. KENNEDY

BOB STUMP

IN THE MATTER OF THE APPLICATION OF | DOCKET NO. E-01345A-10-
ARIZONA PUBLIC SERVICE COMPANY FOR ,

APPROVAL OF TRANSMISSION COST
ADJUSTOR CHARGES. APPLICATION

L INTRODUCTION

Pursuant to Decision No. 67744 (April 7, 2005), Arizona Public Service Company
(“APS” or “Company”) hereby requests that the Commission approve Revision No. 5 to
Adjustment Schedule TCA-1 (“TCA-17), effective July 1, 2010. See Attachment A. TCA-1
reflects the transmission rates authorized by the Federal Energy Regulatory Commission
(“FERC”) that will become effective for users of the APS transmission system as of June 1, 2010.
A red-lined version of TCA-1 is also included with this Application as Attachment B.

IL BASIS FOR THE COMPANY’S REQUEST

In Decision No. 67744, the Commission approved a transmission cost rate adjustment
mechanism, or TCA. In Decision No. 70179 (Fei)ruary 27, 2008), the Commission approved the
first implementation of the TCA. In Decision No. 70400 (July 3, 2008), the Commission
approved a second adjustment to the TCA and then again in Decision No. 71244 (August 6,
2009). Finally, the presently-effective TCA was approved as part of Decision No. 71448
(December 30, 2009) and is affixed hereto as Attachment ct

! There was no change in the TCA rate at that time but merely some minor edits to the language of the schedule.
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At the time the Commission entered Decision No. 71244, the Company was directed to
submit a report on transmission additions that in part were reflected in the TCA. Attachment D
hereto represents the 2009-2011 Transmission Additions Report requested by the Commission.

III. IMPACT OF THE PROPOSED TCA CHARGES

The impact on retail revenues from the new TCA charges is an overall reduction of
approximately $10 million per year. Because the impact on specific customer classes is dependent
upon not only the overall revenue requirement but the allocation of that revenue requirement and
the billing determinants (kWh or k\%/, as appropriate) over which that revenue requirement is
collected, the residential TCA charge will slightly decrease, smaller general service customers
will see a larger but still modest decrease, and large general service customers will see a moderate
increase. For a typical APS residential customer, the TCA would decrease roughly $0.13 per
month or 0.1%. An analysis of typical customer bill impact is shown on Attachment E. The TCA
charges also reflect any credits due to customers as a result of the previous year’s review period
of the FERC formula rate method.

When reviewing Attachment E, it is important to bear in mind that the FERC cost
allocation method assigns transmission costs based on customer class demand during the four
summer peak months. For that reason, the allocation of revenue .requirement responsibility for
transmission costs may vary from year to year, depending upon what class produced the greatest

demand at system peak relative to other classes of retail customers. In 2009, the residential

" customer class contributed more demand to the summer peaks than in prior years, both in

absolute terms and relative to other classes of APS customers, and its relative revenue
requirement responsibility increased accordingly.” And, although the peak contribution of

residential customers increased relative to other classes, 2009 residential energy sales were lower

2 In 2008, residential customers were 53.02% of total retail éummer demand, while the commercial and industrial
customer classes were 40.36% and 6.62%, respectively. In 2009, residential customers comprised 54.5% of total
retail demand.
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than in previous years.” This also resulted in upward rate pressure for the residential class. Both

these factors were more than offset for 2009 by the lower total revenue requirement. However,
such relatively small swings in revenue requirement respohsibility from one year to the next are
to be expected, and they could just as easily produce ‘the opposite result in future years. For
example, the last TCA adjustment saw a decrease for large general service customers and an
increase for residential and small general service customers, which is precisely the opposite of the
situation this year. *

The review of the 2009 Annual Update of APS transmission costs perfoﬁned by Staff and
its consultant, identified adjustments to be made to certain rate-base and operating income items.
These adjustments reduced 2009 retail transmission revenue requirement by some $4.2 million.
The adjustment for this amount is included in the proposed TCA rates.

IV. CONCLUSION

APS requests that the rates become effective on July 1, 2010. The rates posted by APS on |
OASIS on May 17, 2010 are to become effective for transmission customers on June 1°*. Retail
transmission charges should be effective as close to that June 1 date as is possible.

APS believes the requested TCA charges are fully consistent with the terms of Decision
Nos. 67744, 69663, 70179, 70400, 71244 and 71448. APS therefore requests that the
Commission approve TCA-1, attached hereto as Attachment A, effective for all affected bills
issued by the Company beginning in the first billing cycle of July, 2010.

RESPECTFULLY SUBMITTED this 20™ day of May 2010.

Lo 7 e

Thomas L. Muma¥’
Meghan H. Grabel

Attorneys for Arizona Public Service Company

3 Residential energy consumption fell 1.7% from 2008 to 2009.

4 In 2008, large general service customers were 6.62% of total retail summer demand compared to 6.76% for 2009.
Large general service customers billed kW fell almost 6% from 2008 to 2009.
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The original and 13 copies of the foregoing were
filed this 20® day of May 2010 with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007.

And copies of the foregoing were hand-delivered or e-mailed to:

Kristin K. Mayes, Chairman

Gary Pierce, Commissioner

Paul Newman, Commissioner
Sandra K. Kennedy, Commissioner
Bob Stump, Commissioner

Ernest Johnson

Steve Olea

Terri Ford

Barbara Keene

Steve Irvine

Rebecca Wilder

Janice Alward

Janet Wagner

Maureen Scoft

Lyn Farmer

Jodi Jerich, Residentia tility Consumer Office
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ADJUSTMENT SCHEDULE TCA-1
TRANSMISSION COST ADJUSTMENT

APPLICATION

1

The Transmission Cost Adjustment (“TCA”) charge shall apply to all Standard Offer retail electric schedules with
the exception of Solar-2. Al provisions of the customer’s current applicable rate schedule will apply in addition to
this charge.

ANNUAL ADJUSTMENT

Standard Offer rate schedules covered by this charge include a transmission component of base rates that was
originally established at $0.00476 per kilowatt-hour in accordance with A.C.C. Decision No. 67744. Decision No.
67744 also established the TCA. Decision No. 69663 modified the collection of transmission costs in retail rates to
tie to the costs found in the FERC approved Open Access Transmission Tariff.

RATE

The charge shall be applied as follows:

Customer Class TCA Charge

Residential $0.002144/kWh

General Service 20 kW or less $0.001602/kWh

General Service over 20 kW, under 3,000 kW $0.740/kW

General Service 3,000 kW and over $0.259/kW
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. XXXX
Phoenix, Arizona ’ Cancelling A.C.C. No. 5759
Filed by: David J. Rumolo Adjustment Schedule TCA-1

Revision No. §

Title: Manager, Regulation and Pricing
Effective: XXXX

Original Effective Date: April 1, 2005
) Page 1 of 1
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ADJUSTMENT SCHEDULE TCA-1
TRANSMISSION COST ADJUSTMENT

APPLICATION

The Transmission Cost Adjustment (“TCA”) charge shall apply to all Standard Offer retail electric schedules with
the exception of Solar-2. All provisions of the customer’s current applicable rate schedule will apply in addition to
this charge.

ANNUAL ADJUSTMENT

Standard Offer rate schedules covered by this charge include a transmission component of base rates that was
originally established at $0.00476 per kilowatt-hour in accordance with A.C.C. Decision No. 67744. Decision No.
67744 also established the TCA. Decision No. 69663 modified the collection of transmission costs in retail rates to
tie to the costs found in the FERC approved Open Access Transmission Tariff.

RATE

The charge shall be applied as follows:

Customer Class TCA Charge

Residential $0.002258002144/kWh

General Service 20 kW or less $0.001889001602/kWh

General Service over 20 kW, under 3,000 kW $0.902740/kW

General Service 3,000 kW and over $0.225259/kW
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5759XXXX
Phoenix, Arizona Cancelling A.C.C. No. 575983
Filed by: David J. Rumolo Adjustment Schedule TCA-1
Title: Manager, Regulation and Pricing Revision No. 45
Original Effective Date: April 1, 2005 Effective: XXXXFanuary-2010

Page 1 of 1
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ADJUSTMENT SCHEDULE TCA-1
TRANSMISSION COST ADJUSTMENT

APPLICATION

The Transmission Cost Adjustment (“TCA”) charge shall apply to all Standard Offer retail electric schedules, with
the exception of Solar-2. All provisions of the customer’s current applicable rate schedule will apply in addition to
this charge.

ANNUAL ADJUSTMENT

Standard Offer rate schedules covered by this charge include a transmission component of base rates that was
originally established at $0.00476 per kilowatt-hour in accordance with A.C.C. Decision No. 67744. Decision No.
67744 also established the TCA. Decision No. 69663 modified the collection of transmission costs in retail rates to
tie to the costs found in the FERC approved Open Access Transmission Tariff.

RATE

The charge shall be applied as follows:

Customer Class TCA Charge
Residential $0.002258/kWh
General Service 20 kW or less $0.001889/kWh
General Service over 20 kW, under 3,000 kW | $0.902/kW
General Service 3,000 kW and over $0.225/kW
ARIZONA PUBLIC SERVICE COMPANY A.C.C.No.5759

Cancelling A.C.C. No. 5713
Filed by: David J. Rumolo Adjustment Schedule TCA-1
Title: Manager, Regulation and Pricing Revision No. 4

Original Effective Date: April 1, 2005 Effective: January 1, 2010
Page 1 of 1

Phoenix, Arizona
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Attachment E




ARIZONA PUBLIC SERVICE COMPANY
Estimated Monthly Bili Impacts of Proposed TCA-1

Current Proposed Current Proposed Current Proposed

Annual Annual

Average Average Summer Summer Winter Winter

Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Average - All Rates) Bill (1) Bill (1,2) Bill ) Bill Bill Bill
Average kWh per Month 1,177 1,177 1,417 1,417 936 936
Base Rates $ 13167 $ 131.67 17043 $ 170.43 $ 9290 $ 92.90
PSA- Forward Component (2.14) (2.14) (2.57) (2.57) (1.70) (1.70)
PSA - Historical Component (3.15) (3.15) (3.79) (3.79) (2.50) (2.50)
TCA 2.66 2.53 3.20 3.04 211 2.01
CRCC 0.40 0.40 0.48 0.48 0.32 0.32
EIS 0.19 0.18 0.23 0.23 0.15 0.15
RES 3.46 3.46 3.46 3.46 3.46 3.46
DSMAC 1.94 1.94 2.33 2.33 1.54 1.54
Total $ 135.03 § 134.90 173.77  § 173.61 $ 9628 § 96.18
Bill Impact $ (0.13) $ (0.16) $ (0.10)
Percent Bill Impact -0.10%

Annual Annual

Average Average Summer Summer Winter Winter

Monthly Monthly Monthly Monthly Monthly Monthly
Residential (Rate E-12) Bill (1) Bill (1,2) Bill Bill Bill Bill
Average kWh per Month 763 763 880 880 645 645
Base Rates $ 9219 $ 92.19 116.21 § 115.21 $ 6916 $ 69.16
PSA- Forward Component (1.39) (1.39) (1.60) (1.60) (1.17) (1.17)
PSA - Historical Component (2.04) (2.04) (2.35) (2.35) (1.72) (1.72)
TCA 1.73 1.64 1.99 1.89 1.46 1.38
CRCC 0.26 0.26 0.30 0.30 0.22 0.22
EIS 0.12 0.12 0.14 0.14 0.10 0.10
RES 3.46 3.46 3.46 3.46 346 3.46
DSMAC 1.26 1.26 1.45 1.45 1.06 1.06
Total $ 9559 § 95.50 11860 $ 118.50 $ 7257 % 72.49
Bill Impact $ (0.09) $ (0.10) $ (0.08)
Percent Bill Impact -0.09% ‘

Annual Annual

Average Average Summer Summer Winter Winter

Monthly Monthly Monthly Monthly Monthly Monthly
Commercial (Rate E-32, 0-20 kW) Bilt (1) Bill (1,2) Bill Bill Bill Bill
Average kWh per Month 1,367 1,357 1,445 1,445 1,269 1,269
Base Rates $ 189.17 § 189.17 21066 $ 210.66 $ 16768 $ 167.68
PSA- Forward Component (2.47) (2.47) (2.62) (2.62) (2.31) (2.31)
PSA - Historical Component (3.63) (3.63) (3.86) (3.86) (3.39) (3.39)
TCA 2.57 2.18 273 232 2.40 2.03
CRCC 0.46 0.46 0.49 0.49 0.43 0.43
EIS 0.22 0.22 0.23 0.23 0.20 0.20
RES 11.76 11.76 12.52 12.52 11.00 11.00
DSMAC 2.24 2.24 2.38 2.38 2.09 2.09
Total $ 20032 $ 199.93 222.53 $ 22212 $ 17810 177.73
Bill Impact $ (0.39) $ (0.41) $ (0.37)

-0.19%

Percent Bill impact

Notes:

(1) Bill excludes regulatory assessment charge, taxes and fees. Adjustor levels and interim base rate surcharge in effect as of May 1, 2010.

(2) Bill includes impact of proposed revised charges in Adjustment Schedule TCA-1.
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Estimated Monthly Bill Impacts of Proposed TCA-1

ARIZONA PUBLIC SERVICE COMPANY

Current Proposed Current Proposed Proposed

Annual Annual

Average Average Summer Summer Winter

Monthly Monthly Monthly Monthly Monthly
Commercial (Rate E-32, > 20 kW) Bill (1) Bill (1,2) Bill Bill Bill
Average kWh per Month 72,100 72,100 79,410 79,410 64,789 64,789
Base Rates 3 6,863.50 $ 6,863.50 8,121.00 $ 8,121.00 5,606.00 $ 5,606.00
PSA- Forward Component (130.94) (130.94) (144.21) (144.21) (117.66) (117.66)
PSA - Historical Component (192.80) (192.80) (212.34) (212.34) (173.25) (173.25)
TCA 217.38 178.34 231.81 190.18 202.95 166.50
CRCC 24.37 24.37 26.84 26.84 21.90 21.80
EIS 11.54 11.54 1271 12,71 10.37 10.37
RES 128.70 128.70 128.70 128.70 128.70 128.70
DSMAC 173.54 173.54 185.06 185.068 162.02 162.02
Total $ 7,095.29 $§ 7,056.25 8,349.57 § 8,307.94 5841.03 $ 5,804.58
Bill Impact $ (39.04) $ (41.83) $ (36.45)
Percent Bill impact -0.55%

Annual Annual

Average Average Summer Summer Winter

Monthly Monthly Monthly Monthly Monthly
Industrial (Rate E34/35) Bill (1) Bill (1,2) Bill Bill Bill
Average kWh per Month 4,008,132 4,008,132 4,083,098 4,083,098 3,933,165 3,933,165
Base Rates $ 27856500 § 278,565.00 283,775.00 $ 283,775.00 273,355.00 $ 273,355.00
PSA- Forward Component (7,278.77) (7,278.77) (7,414.91) (7,414.91) (7,142.63) (7,142.63)
PSA - Historical Component (10,717.74) (10,717.74) (10,918.20) (10,918.20) (10,517.28) (10,517.28)
TCA 1,733.97 1,995.99 1,766.48 2,033.41 1,701.45 1,958.56
CRCC 1,354.75 1,354.75 1,380.09 1,380.09 1,329.41 1,329.41
EIS 641.31 641.31 653.30 653.30 629.31 629.31
RES 386.10 386.10 386.10 386.10 386.10 386.10
DSMAC 5,549.32 5,5649.32 5,653.37 5,653.37 5,445.27 5,445.27
Total $ 270,233.94 $ 270,495.96 275,281.23 $ 275548.16 265,186.63 $ 265,443.74
Bill Impact $ 262.02 $ 266.93 $ 257.11

0.10%

Percent Bill Impact

Notes:

(1) Bill excludes regulatory assessment charge, taxes and fees. Adjustor levels and interim base rate surcharge in effect as of May 1, 2010.
(2) Bill includes impact of proposed revised charges in Adjustment Schedule TCA-1.
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